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ration, at  the  Convention  of  the  Associ-ated  Advertising 
Clubs  of  the  World,  Milwaukee,  Wis., 
June  13,  1922 

|HE  fact  that  agriculture  is  the  keystone  of  the 
American  economic  and  business  structure  has 
been  more  widely  advertised  during  the  past  five 
years,  and  has  been  brought  home  to  everyone 
of  us  more  forcibly,  than  at  any  tiiiie  in  the  history  of  the 
country.  A  food  conservation  placard,  embodying  the  art 
and  technical  skill  of  the  advertising  profession,  hung  in 
every  kitchen  throughout  the  land  during  the  war;  and 
every  placard  emphasized  our  dependence  upon  the  farmer. 
Recently,  magazines  and  newpapers  of  every  description, 
reaching  all  parts  of  the  country  and  all  kinds  of  readers, 
have  been  full  of  discussion  of  the  problems  of  the  farmer. 
In  1920,  just  as  the  farmer  was  beginning  to  harvest  his 
crops,  the  price  of  farm  products,  and  with  it  the  purchasing 
power  of  the  farmer,  declined  abruptly.  The  effect  upon 
our  industries  was  immediate.  Orders  were  cancelled,  mills 
and  factories  shut  down,  and  smokeless  chimneys,  idle  cars, 
and  jobless  workers  advertised  in  a  very  effective,  though 
decidedly  unpleasant,  way  the  dependence  of  business  upon 
the  farmers'  buying  power. 

TI  I  Farmer  the  Greatest  Producer,  Borrower,  and  Buyer 

The  'armer  is  the  most  essential  cog  in  the  driving  wheel 
of  th  American  business  machine.  He  is  the  greatest  pro- 
ducer, borrower,  and  buyer  in  the  United  States.  The  ag- 
gregate value,  on  the  farm,  of  last  year's  agricultural  out- 
put was  more  than  $12,000,000,000,  equal  to  more  than  two- 
thirds  of  the  world's  total  international  trade.  And  last 
year  was  a  year  of  low  values.     The  average  farm  value  of 
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the  annual  output  for  the  past  six  years  has  been  estimated 
at  more  than  $18,000,000,000. 

In  1920,  the  banks  of  the  United  States  had  outstanding 
hoans  to  farmers  amounting  to  more  than  $5,000,000,000 — a 
sum  greater  by  a  billion  dollars  than  all  the  money  actually  in 
circulation  in  the  whole  country.  If  we  include  mortgage 
loans  by  insurance  companies,  private  investors,  and  other 
agencies,  it  is  probable  that  the  aggregate  agricultural  loans 
will  total  $12,000,000,000,  or  approximately  25  per  cent  of  the 
whole  banking  power  of  the  United  States. 

In  1920,  farm  machinery  worth  over  $500,000,000  was 
manufactured  in  the  United  States,  and  of  this  large  total, 
all  but  $66,000,000  worth  had  to  find  its  market  on  Ameri- 
can farms.  It  has  been  estimated  that,  in  one  way  or 
another,  the  farmer  usefs  one-tenth  of  all  the  steel  produced 
in  the  United  States,  nearly  a  fourth  of  all  the  coal  and 
gasoline,  and  46  per  cent  of  all  the  lumber  and  timber,  or 
more  wood  and  wood  products  than  any  other  class  of  con- 
sumers. 

For  a  long  time  agriculture  was  taken  for  granted 
by  the  people  of  this  country,  much  as  was  the  timber  sup- 
ply. It  was  not  until  the  shortage  of  nearby  timber 
made  it  necessary  to  bring  lumber  from  long  distances  and 
the  higher  prices  began  to  attract  attention  that  we  woke 
up  to  the  necessity  of  conserving  our  forests.  Similarly, 
there  was  so  much  good  cheap  land,  and  crops  were  so 
abundant  and  easily  produced,  that  outside  of  the  strictly 
agricultural  districts  little  thought  was  given  to  the  manner 
in  which  the  farmer  financed  his  business,  or  indeed  whether 
or  not  he  financed  it  at  all.  There  was  always  plenty  in  this 
great  land,  so  why  worry? 

But  the  situation  has  changed.  We  now  recognize  that 
agriculture  has  its  credit  problems,  and  its  marketing 
problems,  as  important  and  as  difficult  as  those  which  con- 
front any  other  branch  of  production.  And  we  realize,  too, 
that  every  man  engaged  in  producing,  selling,  or  transport- 
ing manufactured  goods,  as  well  as  farm  products,  is  vitally 
interested  in  these  problems. 
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Must  Synchronize  Financing  with  Production  and  Consumption 
In  spite  of  the  all-important  position  of  agriculture  in  the 
American  economic  structure,  our  financial  system  has  been 
developed  around  banking  practices  imported  from  coun- 
tries which  are  chiefly  commercial  and  industrial  rather  than 
agricultural.  And  many  of  our  troubles  have  been  caused 
by  forcing  agriculture  to  adjust  itself  to  these  banking 
practices  instead  of  adapting  our  banking  to  the  needs  of 
our  basic  industry  and  synchronizing  the  financing  of  agri- 
culture with  the  natural  processes  of  production  and  con- 
sumption. 

It  has  been  the  practice  to  put  the  bulk  of  our  crops  on 
the  market  immediately  after  the  harvest.  So  long  as  the 
returns  were  sufficient  to  keep  the  farmer  in  business  and 
the  hope  of  enhanced  land  values  encouraged  him  to  carry 
on,  so  long  as  the  market  had  the  capacity  to  absorb  a 
year's  supply  of  a  farm  commodity  in  from  three  to  six 
months,  the  weakness  of  such  a  system  was  not  so  apparent. 
But  the  moment  there  was  a  serious  disturbance  in  the 
market,  with  the  consequent  failure  to  distribute  the  carry- 
ing of  the  commodity  all  long  the  line  from  producer  to 
consumer,  there  was  put  upon  the  farmers  and  the  country 
banks  that  finance  them  a  burden  they  were  unable  to  carry. 

Lack  of  Financing  for  Orderly  Marketing 

The  collapse  of  1920  was  due,  in  no  small  measure,  to  the 
pressure  upon  the  agricultural  producer  and  the  stockman 
to  liquidate  loans  in  a  shorter  time  than  was  necessary  to 
market  his  output  in  an  orderly  manner.     The  prices  re- 
ceived by  the  farmer  for  his  products  under  forced  liquida- 
tion and  hasty  selling  impaired  his  buying  power ;  and  this, 
in  turn,  brought  about  a  serious  decline  in  the  demand  for 
manufactured  products,  a  falling  off  in  freight  movement, 
and  a  general  demoralization  in  industry  and  business.    The 
stockraiser  with  a  short-time  loan  was  unable  to  obtain  the 
renewal  he  needed  in  order  to  bring  his  animals  to  maturity ; 
so  he  had  to  sell  young  stock  and  breeding  animals.     The 
cotton  grower,  with  a  slow  market  taking  his  cotton  gradu- 
ally, was  confronted  with  the  necessity  of  meeting  immedi- 
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ately  after  the  picking  season  the  bills  incurred  for  the 
whole  year's  producing  operation.  The  corn  belt  farmer, 
with  a  bumper  crop,  could  not  get  credit  for  the  purchase 
of  feeder  stock  to  which  he  could  feed  his  corn.  The  out- 
look was  very  dark  indeed,  and  one  of  the  chief  reasons  was 
the  lack  of  proper  financing  facilities  for  the  more  gradual 
marketing  and  distribution  of  the  agricultural  output. 

The  necessity  for  the  more  gradual  marketing  of  our 
farm  commodities  was  emphasized  by  the  situation  arising 
out  of  war  and  post-war  conditions.  Before  the  war,  a  con- 
siderable part  of  the  money  required  to  finance  the  harvest- 
ing and  marketing  of  our  agricultural  commodities  was  fur- 
nished by  Europe.  Let  us  take  cotton  as  an  illustration.  In 
the  spring  and  summer  of  each  year,  x\merican  banks  were  ac- 
customed to  draw  90-day  bills  on  European  bankers  in  antici- 
pation of  the  harvest.  The  proceeds  of  the  drafts  were  added 
to  the  reservoir  of  banking  capital  and  found  their  way  into 
the  cotton  growing  districts.  As  the  drafts  became  due,  in  the 
autumn  and  early  winter,  they  were  paid  off  by  exports.  This 
worked  smoothly  and  well,  because  Europe  had  liquid  capi- 
tal and  a  modern  banking  system,  which  we  then  lacked. 
Eighty  per  cent  of  the  annual  exports  of  cotton  previous 
to  the  war  were  made  in  the  six  months  during  and  im- 
mediately after  the  harvest,  that  is,  from  September  until 
February.  European  capital  to  finance  this  movement  i.-J 
no  longer  available  and  exchange  rates  make  it  impossible 
for  European  merchants,  jobbers,  and  mill  owners  to  buy 
far  ahead.  The  result  is  that  since  the  war  only  about  50 
per  cent  of  our  cotton  exports  has  been  going  forward  in 
the  same  six  months,  leaving  50  per  cent  to  be  exported  in 
the  other  six.  And  essentially  the  same  situation  has  existed 
with  reference  to  our  other  staple  agricultural  commodities. 

Emergency  Credit  for  Agriculture 

Early  in  1921,  the  Congress  decided,  in  the  face  of  opposi- 
tion on  the  part  of  the  late  Administration,  that  something 
ought  to  be  done,  and  revived  the  War  Finance  Corporation 
as  a  piece  of  emergency  machinery.    It  passed  a  resolution 
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directing  the  Corporation  to  resume  operations  under  its 
export  powers.  When  in  July  of  that  year  the  Corporation 
announced  a  plan  for  financing  100,000  bales  of  cotton 
through  a  cooperative  marketing  association  in  Mississippi 
— the  first  large  transaction — it  had  a  favorable  effect  all 
through  the  cotton-growing  States.  And  when  the  Corpora- 
tion followed  this  promptly  with  similar  announcements  in- 
volving 200,000  bales  in  Oklahoma,  300,000  bales  in  Texas, 
and  a  considerable  quantity  in  Arizona,  confidence  was  re- 
established all  along  the  line.  In  all,  the  Corporation  agreed 
to  supply  funds  for  financing  well  over  1,000,000  bales  and 
indicated  its  readiness  to  provide  such  additional  amounts 
as  might  be  necessary.  There  was  a  prompt  improvement 
in  the  cotton  market  and  in  the  market  for  cotton  goods, 
and  the  business  outlook  throughout  the  South  took  a  turn 
for  the  better.  And  this  improvement  was  soon  reflected 
in  the  manufacturing  and  industrial  sections  of  the  North 
and  East. 

What  cotton  is  to  the  South  livestock  is  to  the  West — 
and  it  is  of  no  less  importance  to  the  nation  as  a  whole.  So 
when  the  Agricultural  Credits  Act  was  passed  last  August, 
the  War  Finance  Corporation  took  steps  immediately  to  get 
assistance  to  the  livestock  industry.  Stockmen  were  being 
compelled,  in  order  to  meet  financial  obligations,  to  send  sheep 
and  cattle  to  the  block  before  they  were  ready  for  market.  The 
breeding  herds  were  being  depleted.  Not  only  was  current 
business  in  the  stock  raising  territory  demoralized,  but  the 
foundation  of  the  region's  future  prosperity  and  the  future 
meat  supply  of  the  nation  were  endangered. 

Though  other  causes  undoubtedly  were  partly  responsible 
for  this  situation,  the  break-down  in  the  financing  machinery 
was  a  vital  factor.  The  livestock  industry  has  never  been 
properly  financed,  and  in  the  stress  of  emergency  found  itself 
in  imminent  danger  of  going  on  the  rocks.  But  the  funds 
advanced  by  the  War  Finance  Corporation  promptly  checked 
the  demoralization  in  the  industry,  gave  the  stockmen  a 
breathing  spell,  stabilized  the  market,  and  turned  the  tide 
away  from  disaster  toward  recovery  and  reconstruction. 


Farm  Credits  on  Nation-wide  Scale 
I  have  used  cotton  and  livestock  merely  as  illustrations. 
Through  thirty-three  regional  committees,  composed  of  public- 
spirited  bankers,  business  men,  and  others,  serving  without 
compensation,  the  Corporation  has  extended  assistance  to  all 
branches  of  agriculture  on  a  nation-v^ide  scale.  The  nearly 
7,000  loans  it  has  authorized  to  banks  in  the  agricultural  sec- 
tions of  the  country  aggregate  about  $161,000,000;  the  loans 
authorized  to  livestock  loan  companies  and  banks  upon  the 
security  of  livestock  total  more  than  $84,000,000;  and  those 
authorized  to  cooperative  marketing  associations  amount  tq 
approximately  $64,000,000.  Including  the  advances  to  finance 
agricultural  and  other  exports,  the  Corporation  has  approved 
loans  aggregating  more  than  $355,000,000  since  the  spring  of 
1921. 

Although  it  has  been  necessary  to  handle  this  enormous  vol- 
ume of  business  v^ithin  a  short  period,  every  safeguard  re- 
quired by  sound  banking  practice  has  been  adopted.  Each 
loan  to  a  bank  is  secured  by  carefully  selected  collateral,  gen- 
erally notes  of  farmers  w^hose  financial  statements  have  been 
examined  and  approved.  A  substantial  margin  of  security 
has  been  required  in  virtually  every  case.  Advances  to  live- 
stock loan  companies  are  secured  by  chattel  mortgages  upon 
livestock,  conservatively  valued  and  carefully  inspected  by 
experienced  inspectors.  Loans  to  cooperative  marketing  as- 
sociations are  secured  by  non-perishable  agricultural  commod- 
ities, properly  warehoused,  with  a  large  margin  in  the  value 
of  the  security. 

A  local  committee  of  bankers  and  business  men,  chosen  on 
account  of  their  familiarity  with  local  banking  and  agricul- 
tural conditions,  passes  upon  each  application  from  a  bank  or 
a  loan  company,  examines  the  financial  statement  of  the  ap- 
plicant, and  analyzes  the  value  of  the  collateral  submitted. 
If  the  application  is  approved  by  the  Committee,  it  is  for- 
warded to  Washington,  accompanied  by  a  certificate,  signed 
by  at  least  three  committee  members,  indicating  that  they 
have  examined  the  financial  condition  of  the  bank  or  loan 
company  and  the  collateral,  and  that,  in  their  opinion,  the 
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loan  is  adequately  secured.  In  Washington,  the  application 
is  analyzed  by  experienced  examiners,  generally  men  with 
banking  experience,  selected  because  of  their  familiarity  with 
agricultural  and  livestock  credits.  The  legal  aspects  of  each 
loan  are  examined  by  attorneys.  Finally,  each  loan  is  care- 
fully considered  by  the  board  of  directors  of  the  Corporation. 
Of  course,  every  institution  doing  a  large  banking  business 
must  expect  a  certain  percentage  of  losses.  There  are  risks 
inherent  in  the  business,  which  were  perhaps  accentuated  dur- 
ing the  troubled  financial  times  through  which  we  have  passed. 
Without  indulging  in  prophecy  as  to  what  the  future  will 
bring,  but  basing  my  judgment  upon  the  assurances  we  have 
received  from  our  local  committees,  as  well  as  upon  the  char- 
acter of  the  security  we  hold,  the  precautions  exercised  in 
passing  upon  loans,  and  the  fundamental  soundness  of  Amer- 
ican agriculture,  I  believe  the  loans  made  by  the  War  Finance 
Corporation  for  agricultural  and  livestock  purposes  will  be 
paid  without  substantial  losses,  and  that  the  capital  invested 
in  the  enterprise  by  the  taxpayers  of  the  United  States  will 
be  returned  intact,  with  a  reasonable  return  on  the  money 
Avhile  it  was  in  use. 

Agricultural  Situation  Improved 

The  members  of  your  organization  are  in  close  tou.ch  with 
the  agricultural  situation  and  are  familiar  with  the  marked 
improvement  within  the  past  few  months.  By  taking  over 
some  of  the  slower  agricultural  loans  of  the  local  banks,  the 
Corporation  has  greatly  relieved  the  banking  situation  in  the 
country  districts.  The  necessity  for  forced  liquidation  has 
been  largely  removed  and  the  banks  have  been  put  in  position 
to  carry  their  farmer  customers  for  a  longer  period  and  to 
make  new  loans  where  adequate  security  could  be  obtained. 
But  the  work  of  the  Corporation  has  done  more  than  this. 
It  has  provided  that  element  which  is  so  necessary  and  so  vital 
in  all  kinds  of  business — the  element  of  confidence. 

The  purchasing  power  of  the  farmer  and  stockmen  will  not 
be  fully  restored  this  year,  and  they  cannot  be  expected  to 
resume  the  normal  purchasing  which  accompanies  fair  busi- 
ness and  prosperous  conditions.     Many  of  them  are  still  in 

7 


a  serious  condition  of  indebtedness  resulting  from  losses  on 
the  production  of  the  past  two  years.  But  the  tendency  is  in 
the  right  direction,  and  the  broader  markets  and  the  restored 
values  of  their  products  enable  them  to  see  the  light  ahead. 
They  have  hope  in  the  future,  and  hope  is  the  mainspring  of 
all  economic  activity. 

The  agricultural  producer,  I  believe,  will  be  better  off  this 
season  than  he  has  been  for  several  years  past,  and  should  be 
able  to  liquidate  with  the  new  crop  a  considerable  part  of  the 
debt  w^hich  has  burdened  him.  Progress  in  this  direction  is 
evidenced  in  the  increasing  repayments  of  advances  made  by 
the  Corporation.  On  a  single  day,  May  20,  the  repayments 
aggregated  $1,129,000— $851,000  from  banks,  $146,000  from 
cooperative  marketing  associations,  and  $132,000  from  live- 
stock loan  companies.  For  the  past  two  months,  repayments 
to  the  Corporation  have  been  slightly  in  excess  of  the  amounts 
disbursed  on  new  applications. 

The  improvement  in  agricultural  conditions  has  been 
promptly  reflected  in  better  business  generally.  A  year  ago 
Liberty  Bonds  were  selling  on  a  six  per  cent  basis ;  they  now 
sell  on  a  four-and-a-quarter  per  cent  basis.  Extensive  build- 
ing operations  are  under  way  in  many  parts  of  the  country, 
and  all  the  great  basic  industries  that  are  involved  in  the 
building  business  are  going  ahead  with  a  fair  degree  of  ac- 
tivity. Railroad  construction,  which  has  been  almost  entirely 
suspended  since  1915,  is  being  resumed.  A  few  months  ago 
steel  plants  were  operating  at  thirty  per  cent  of  capacity; 
now  they  are  running  at  seventy-five  per  cent.  The  Treasury 
was  paying  five  and  three-fourths  and  six  per  cent  for  short 
time  money;  now  it  is  borrowing  for  six  months  at  three  and 
one-half  per  cent.  In  other  words,  we  are  rapidly  getting 
down  to  what  we  have  been  talking  about  and  what  we  have 
been  looking  forward  to  hopefully — that  state  of  affairs  which 
v/e  ordinarily  call  normal. 

National  Markets 

The  agricultural  crisis  of  the  past  two  years  has  had  at 
least  one  beneficial  result — it  has  brought  home  to  every  bus- 
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iness  man  in  every  part  of  the  nation  a  greater  realization  of 
tiie  fact  that  agriculture  furnislies  the  basis  and  the  substance 
of  American  prosperity.  They  now  understand  in  the  East  as 
well  as  in  the  AVest,  in  the  North  as  well  as  in  the  South,  that 
one  important  part  of  the  country  cannot  be  happy  and  pros- 
perous if  another  part  is  in  distress. 

The  past  twenty  years  has  been  characterized  especially  by 
the  nationalizing  of  our  economic  interests.  We  are  operating 
now  in  national  markets.  Flour  milled  in  Minnesota  from 
Northern  wheat  is  sold  in  every  part  of  the  country,  from  the 
Atlantic  to  the  Pacific  and  from  the  Canadian  border  to  the 
Gulf  of  Mexico.  The  great  fruit  crops  of  Florida  and  Cali- 
fornia seek  a  national  market.  Lumber  from  the  Pacific  Coast 
is  sold  in  Minnesota,  Ohio,  and  on  the  Atlantic  seaboard,  and 
competes  with  Southern  lumber  in  the  Middle  Western  mar- 
kets. Automobiles  made  in  Detroit  are  found  on  the  roads 
of  every  State  and  city  in  the  nation.  Foodstuffs  of  eyery 
kind,  clothes,  shoes,  farm  machinery,  musical  instruments, 
furniture,  electrical  goods,  tobacco — in  fact,  staple  articles 
m  almost  unlimited  variety — are  sold  in  national  markets. 

The  national  character  of  our  markets  is  clearly  indicated 
in  the  columns  of  our  advertising  mediums.  Not  only  are 
our  staple  commodities  advertised  in  national  mediums,  but 
advertising  campaigns,  national  in  scope,  are  carried  on 
through  local  mediums  throughout  the  various,  sections  of 
the  country.  It  has  been  estimated  that  last  year  news- 
papers carried  advertising  amounting  to  approximately 
$600,000,000,  and  that  the  advertising  bill  of  the  nation 
probably  reached  the  enormous  total  of  $1,284,000,000.  The 
development  of  national  marketing  through  national  ad- 
vertising and  national  sales  organizations  has  served  to  draw 
the  various  sections  of  the  country  more  closely  together; 
to  nationalize  the  wants  of  buyers;  and  to  encourage  con- 
centration of  production.  America's  industrial  supremacy 
is  dependent  upon  low-cost  mass  production.  Mass  produc- 
tion is  based  upon  low-cost  mass  selling  in  national  markets. 
And  this  has  been  developed  and  made  possible  by  the  great 
low-cost  sales  medium — national  advertising. 
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Because  our  markets  are  national  in  character,  the  vibra- 
tions of  distress  in  any  of  the  important  agricultural  sections 
are  promptly  felt  in  the  manufacturing  and  industrial  cen- 
ters. When  the  buying  power  of  the  Middle  AVestern  farmer 
is  diminished,  it  may  mean  the  closing  of  shoe  factories  in 
New  England  or  lumber  mills  in  the  South.  When  the  South- 
ern planter  is  unable  to  sell  his  cotton,  it  may  mean  un- 
employment for  thousands  of  workers  not  only  in  the  auto- 
mobile plants  of  Detroit  and  the  furniture  factories  of  Michi- 
gan, but  also  in  the  very  mills  that  convert  raw  cotton  into 
cotton  goods  of  all  kinds.  When  the  stockman  of  the  West 
lacks  the  ability  to  buy,  it  vitally  affects  the  business  men 
in  many  distant  States  from  whom  he  gets  his  hats  and 
clothes,  his  saddle  and  harness,  his  equipment  and  supplies. 

Agriculture  Entitled  to  Best  Banking  Facilities 

In  considering  the  very  important  and  interesting  prob- 
lems involved  in  the  adequate  financing  of  agriculture,  it  is 
essential  to  do  so  from  the  right  point  of  view  and  with  the 
fundamental  purpose  clearly  defined.  The  agricultural  pro- 
ducer has  two  kinds  of  enemies — those  who  would  not  give 
him  adequate  credit  facilities  and  those  who  would  make  it 
too  easy  for  him  to  borrow.  The  one  is  as  dangerous  as  the 
other.  Adequate  credit  must  be  furnished  if  we  are  to 
maintain  production,  market  our  agricultural  output  in  an 
orderly  wa^^,  and  assure  a  fair  return  to  the  producer;  but 
we  must  not  encourage  excessive  borrowing  on  the  part  of 
the  farmer.  If  we  do,  we  are  likely  to  make  him  merely  a 
renter.  He  may  have  the  title  to  his  land,  improvements, 
and  equipment,  but  if  he  owes  about  as  much  as  they  are 
worth,  he  will,  in  fact,  be  in  a  position  similar  to  that  of  a 
tenant,  the  only  difference  being  that,  instead  of  renting  his 
farm,  he  rents  capital  representing  a  large  part  of  its  value. 

There  are  a  number  of  measures  before  the  Congress  deal- 
ing with  agricultural  financing,  and  there  are  probably  as 
many  opinions  as  there  are  people  considering  the  subject. 
Sound  policy  would  seem  to  require  that  certain  fundamental 
principles  be  borne  in  mind  in  approaching  the  problem. 
If  we  can  agree  upon  these  principles,  it  should  be  easy  to 
find  the  solution. 

10 


Surely,  no  one  will  deny  that  the  Federal  Reserve  System 
now  constitutes,  and  should  remain,  the  great  banking  redis- 
count organization  of  this  country.  To  the  extent  that  it  is 
practicable,  and  to  the  extent  that  it  can  be  done  on  a  sound 
basis,  the  full  strength  of  that  System  should  be  made  avail- 
able for  agricultural  financing,  as  it  now  is  for  commercial 
and  industrial  financing.  Nothing  should  be  done  to  impair 
its  strength;  everything  should  be  done  to  extend  its  use- 
fulness in  proper,  sound,  and  helpful  ways.  Paper  secured 
by  non-perishable  agricultural  commodities  should,  in  my 
opinion,  be  made  eligible  for  rediscount  in  the  System  for 
the  period  that  is  required  to  market  these  products  in  an 
orderly  way.  This  means  that  such  paper  having  a  ma- 
turity of  not  to  exceed  nine  months  should  be  eligible  when 
issued  as  part  of  a  program  of  orderly  marketing,  but  it 
does  not  contemplate  the  carrying  of  commodities  for  specu- 
lative purposes,  nor  from  one  season  to  the  next.  It  con- 
templates merely  the  adjustment  of  the  distribution  of  the 
product  to  the  period  required  for  its  consumption. 

Agriculture  is  entitled  to  the  best  banking  rediscount  fa- 
cility in  the  United  States,  and  that  facility  is  the  Federal 
Reserve  System.  This  great  System  cannot  contemplate  the 
formation  of  another  system  for  doing  the  things  it  can  prop- 
erly do.  And  agriculture  should  not  be  satisfied  with  a 
second-class  rediscount  facility,  such  as  is  contemplated  by 
some  of  the  suggestions  that  have  been  made  recently,  when 
the  adjustment  of  the  eligibility  rules  of  the  Federal  Reserve 
System  to  the  business  involved  in  the  production  and  orderly 
marketing  of  agricultural  products  would  give  it  a  first-class 
facility. 

Not  only  that,  but  existing  financing  institutions  should  be 
used  to  the  greatest  possible  extent,  and  new  machinery 
should  be  held  to  the  minimum.  The  creation  of  new  agencies 
to  do  what  existing  machinery  can  and  should  do  would 
mean  merely  a  division  of  the  business  and  would  weaken, 
rather  than  strengthen,  the  whole  structure.  Multiplication 
of  banking  organizations  makes  necessary  a  multiplication  of 
banking  supervision,  because  every  organization  must  have 
its  own  supervisory  responsibility. 
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The  effectiveness  of  the  Federal  Reserve  System  as  a  re- 
discount facility  for  agriculture  would  be  greatly  increased 
if  eligible  and  soundly  managed  non-member  State  banking 
institutions  could  be  induced  to  join  it.  Aside  from  the 
National  banks,  only  1595  out  of  more  than  11,000  eligible 
banks  now  belong  to  the  System.  The  non-member  banks 
seek  their  rediscount  facilities  from  city  correspondents 
which  are  members.  It  was  the  inability  of  the  city  banks  to 
continue  to  carry  their  country  correspondents  that  made 
it  necessary  for  the  War  Finance  Corporation  to  lend  over 
$160,000,000  to  nearly  7,000  banks  in  the  agricultural  dis- 
tricts, thus  making  it  possible  for  them  to  allow  their  farmer 
customers  a  longer  period  of  liquidation. 

Live  stock  financing  presents  a  separate  and  distinct  prob- 
lem. The  breeding  of  cattle  and  sheep  involves  a  turnover 
of  from  two  to  three  years,  and  even  longer ;  and  two  or  three 
year  paper  is  not  suitable  for  rediscounting  in  the  Federal 
Reserve  System.  Some  additional  machinery,  therefore,  must 
be  provided  outside  of  that  System  to  meet  the  peculiar  re- 
quirements of  the  live  stock  industry. 

Permanent  Financing  for  Agriculture 

The  War  Finance  Corporation  is,  as  I  have  said,  merely  a 
temporary  agency  designed  to  meet  an  emergency.  It  was 
never  intended  to  be  permanent  and,  while  its  powers  have 
recently  been  extended  for  another  year,  it  is  my  earnest  hope 
that  before  the  expiration  of  that  period  legislation  adapt- 
ing our  banking  structure  to  the  needs  of  agriculture,  as  it  is 
now  adapted  to  the  needs  of  manufacture  and  commerce,  will 
have  been  placed  upon  the  statute  books. 

A  bill  which,  if  enacted  into  law,  would,  in  my  opinion, 
go  far  toward  accomplishing  this  purpose  was  recently  intro- 
duced in  Congress.  This  bill  provides  that  agricultural  paper 
with  a  maturity  up  to  nine  months  and  secured  by  products 
in  warehouses  may  be  discounted  with  Federal  Reserve  banks, 
when  it  is  issued  as  part  of  a  program  of  orderly  marketing. 
It  gives  the  same  privilege  to  nine  months'  paper  secured  by 
live  stock  in  process  of  fattening  for  market.  It  declares 
that  the  paper  of  cooperative  marketing  associations,  evidenc- 
ing advances  for  agricultural  purposes,  is  entitled  to  all  the 
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rediscount  privileges  of  agricultural  paper.  It  seeks  to  en- 
courage the  smaller  banks  in  the  agricultural  communities 
to  enter  the  Federal  Reserve  System  by  temporarily  reducing 
the  minimum  capital  necessary  to  render  the  bank  eligible. 
Finally,  it  creates  a  system  of  financing,  through  separate 
rediscount  agencies  operating  under  the  Federal  Farm  Loan 
system,  suited  to  the  peculiar  needs  of  the  live  stock  indus- 
try, and  provides  a  means  by  which  the  best  quality  of  live 
stock  paper,  complying  with  a  definite  standard  upon  which 
investors  may  rely,  can  be  used  to  raise  funds  at  reasonable 
rates  and  upon  terms  which  will  render  it  unnecessary  for 
the  ranchman  to  concern  himself  with  renewals  every  ninety 
days  or  six  months  to  finance  a  turn-over  of  from  two  to  three 
years. 

Interesting  Possibilities  in  Cooperative   Marketing 

Marketing  through  cooperative  marketing  organizations  in- 
volves fundamentally  the  more  gradual  movement  of  the 
product,  and  I  maintain  that  the  six  or  nine  months'  loans 
on  wheat  and  cotton  made  by  the  War  Finance  Corporation 
to  such  organizations  are  as  liquid,  from  the  point  of  view  of 
the  security,  as  ninety  day  paper  representing  advances  to 
merchants  and  manufacturers. 

There  are  interesting  possibilities  in  these  associations.  It 
was  largely  through  them  that  the  Corporation  was  able  to 
reach  the  cotton  situation  on  a  broad  scale  and  in  an  effective 
way.  When  properly  organized  and  managed,  they  are  not 
only  able  to  offer  good  security  for  loans  but  they  are  in  posi- 
tion to  arrange  for  the  gradual  distribution  of  the  crop  of 
their  members  over  a  longer  period.  They  have  demon- 
strated their  ability  to  do  business  on  a  sound  basis  and  have 
proved  to  be  a  definite  stabilizing  factor.  They  have  helped 
in  the  past,  and  can  continue  to  help  in  the  future,  in  bring- 
ing about  more  uniform  grading  and  classification,  which 
will  not  only  furnish  a  better  basis  for  credit  but  also  insure 
the  more  efficient  handling  of  the  product.  Through  the  ma- 
chinery of  these  associations,  the  product  can  be  graded  and 
classified,  assembled  in  even  running  lots,  and  sold  more  grad- 
ually in  accordance  with  the  absorptive  capacity  of  the  market. 
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Helping  the  Farmer  Helps  Business  ^ 

liJ 

The  problem  of  maintaining  our  agriculture  upon  a  s<  ^ 

basis  lies  at  the  very  foundation  of  our  national  econ  ^ 
and  social  policies,  and  every  intelligent  citizen  must  ha  ^ 
deep  interest  in  its  solution.  Agriculture  is  not  a  secti  a 
or  a  class  interest.  It  is,  in  the  broadest  sense,  a  nati 
interest.  Adequate  financing  for  the  farmer  and  stock; 
synchronizing  with  the  natural  processes  of  production 
consumption,  would  go  far  toward  stabilizing  the  whole 
ness  machinery  of  the  country.  It  Avould  tend  to  level 
great  peaks  in  marketing,  with  their  accompanying  congestion 
of  transportation  and  marketing  facilities,  and  to  substitute  a 
steadier  market  and  a  more  even  flow  of  commodities  through 
the  year.  It  would  be  a  vital  factor  in  restoring  and  main- 
taining the  buying  power  of  the  agricultural  population,  in 
creating  a  larger  market  for  the  product  of  the  industries 
of  the  Nation,  in  maintaining  the  volume  of  railroad  traffic, 
in  providing  employment  for  thousands  of  workers,  and  in 
putting  the  whole  country  on  the  road  to  better  business 
conditions. 

America's  higher  standard  of  living,  compared  with  that 
of  European  countries,  has  made  the  great  national  markets 
which  advertising  has  helped  to  develop.  But  there  are  still 
great  opportunities  for  extending  the  buying  power  of  the 
mass  of  the  people  of  the  country  through  better  marketing 
methods  and  proper  financing  for  agricultural  producers. 
If  the  millions  of  people  engaged  in  or  dependent  upon  the 
production  of  sheep,  cattle,  and  hogs,  of  cotton,  wheat,  corn, 
tobacco,  and  other  farm  commodities,  can  be  established  on 
a  firm  economic  basis,  there  will  be  a  broadening  of  the  Ameri- 
can market  for  merchandise  of  all  kinds  on  a  scale  that  can- 
not fail  to  interest  the  membership  of  this  organization.  No 
group  of  men  has  a  greater  interest  than  those'  assembled 
here  in  the  problems  of  agriculture  and  in  the  prosperity 
that  comes  and  goes  with  conditions  in  the  agricultural  dis- 
tricts. 
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